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lead paint in Mattel toys 
Baxter’s Heparin in China 

antibiotics by KFC’s suppliers in China 

comprehensive 
vetting process 

balanced supplier 
selection 

improve supply 
chains 

improve factory-building safety in Bangladesh 
crackdown on counterfeiting in China 

cost + delivery + qualityeconomic incentives for improvement 

changing 
business 

landscape 

consequences of 
uncontrolled out-
sourcing & 
off-shoring 

underlying causes 
of supply chain 
problems 

supply chain 
solutions 

Diagnose

review

exeCute

ethical 
supply 
chain

Plan

internal issues 

external issues 

higher development time/cost 

higher operating costs 

major delays in Boeing 
787 development 

major delays to nuclear 
power plant in Finland 

penalty due to late delivery 
potential cash flow issues 
potential stock price drops 

cost overruns
potential internal politics 

leave 
country 

additional costs 

economic impact (moral obligations) 

shut down 
set up new operations 

stay & improve 
additional costs of improving ethical and safety standards
additional costs of ensuring supplier compliance 

public safety hazard 
legal lawsuits 

bad publicity 

Baxter’s settlements 
Mattel’s settlements 

consumers’/workers’ deaths settlements for victims’ families in Bangladesh 
moral obligations to improve 

lost revenues 

boycotts 

significant drop in KFC’s revenue in China 
closure of walmart store in Chongqing (China) 

apple in China (suppliers’ violations of labour laws) 
nike in China (suppliers’ violations of environmental laws) 

protests from ngos 

lower costs of manufacturing 

government 
corruption

reduced costs 
reduces assets 
increased roa 

foothold in emerging economies new growth markets 
higher revenue 

exploitation of suppliers’ expertise 

focus on core competencies 

faster manufacturing 
better manufacturing 

ethical supply 
chain problems 

inadequate 
labour laws 

unexpected recalls 
supplier’s usage of 

illegal raw materials 

forced labour
child labour

harsh working 
conditions 

poor/unsafe working conditions 

factory fires in 
Bangladesh 

factory collapse in 
Bangladesh 

counterfeit & pirated products 
intellectual property theft

environmental 
impact in China 

environmental 
leadership 

Fair labour association choose right ngo 
partner to audit 

partner with government 

foster strong sup-
plier relationships 

social responsibility 

air pollution by Chinese power plants 
water pollution by Chinese suppliers 

cultivation of sustainable processes 
energy conservation 

waste reduction 
soil & biotic resource productivity 

employees’ quality of life 
occupational health 
occupational safety 

living conditionschild labour
workers’ health 
& safety issues 

greenpeace/Fairtrade association water & air pollution
fair wages for workers 

ethical 
compliance

legal compliance 

manage supply 
risk proactively 

environmental sustainability 
workers’ health and safety 

fair wages 
no child labour

identify 
assess 

mitigate 
respond 

improve flow 
reduce transactions 

exit market 

zero tolerance of bribery 
procurement & manufacturing processes 

economic incentives for compliance 

improve communication 
improve coordination plans 

improve cooperation 
improve suppliers’ capability financing 

training 

reduce supply chain complexity 

go beyond iso 14000/26000 

underestimation of 
supply chain importance misalignment of business strategy 

selected wrong supply chain strategy 

lack of comprehensive 
supplier vetting process

award contracts to 
cheapest suppliers 

‘true’ capabilities 

ethical 
practice 

design / development 
manufacturing 
supply chain management 

environmental sustainability 
labour and work safety standards 

pressure on suppliers to cheat compliance 
unapproved usage of 
cheaper materials 
produce pirated products 

produce low-quality products 

lack of supply 
chain visibility 

no visibility beyond tier-1 suppliers 
no carbon footprint overview 
environmental violations 
labour violations 

wrong incentives for suppliers 

support from top 
management 

Supply Chain Mindmapping

As a result of the growth in the 
outsourcing of manufacturing 
worldwide, ethical problems are 
also increasing in the supply chain: 
a catastrophic fire in a contract 
manufacturer’s overcrowded 
factory in Bangladesh and recalls 
of branded products containing 
harmful substances, to name but 
a few. Much can be gained by 
taking a structured approach to 
these challenges. Together with 
Professor Christopher Tang from 
the University of California, Los 
Angeles (UCLA), Supply Chain 
Movement has devised this 
mindmap outlining the route, with 
road signs indicating potential 
hazards along the way.

mindmap manual 
the global manufacturing landscape is 
changing considerably, and rapidly. More 
and more companies are outsourcing 
production to low-wage countries in 
order to save costs and sometimes to 
gain a foothold in these emerging econo-
mies. Problems are becoming increas-
ingly frequent because labour laws in 
such countries are rarely adhered to 

and there are few checks. there is also 
a rising number of recalls as contract 
manufacturers cut corners on raw mate-
rials. an ethical supply chain demands a 
thorough analysis of global outsourcing: 
diagnosis.

uncontrolled outsourcing and off-shoring 
can have far-reaching consequences. 

not only the operational costs but also 
the development costs can also spiral out 
of control, as happened with the Boeing 
787. Public health can be put at risk by 
unsafe products resulting in damaging 
legal cases, such as Mattel experienced 
due to lead paint in its toys. negative 
publicity can harm the brand image and 
lead to a loss of revenue or even boy-

cotts. good preparation before outsourc-
ing is absolutely crucial: plan.

it is essential to analyse the underlying 
causes of various supply chain problems. 
the senior management might underes-
timate the importance of supply chain 
management. existing and new suppliers 
and contract manufacturers might not be 

vetted sufficiently, or perhaps not at all. 
supplier selection based on the lowest 
cost price and current suppliers’ incen-
tives can also be counterproductive. 
Having analysed the causes, it is time to 
make improvements: execution.

the solutions for an ethical yet at the 
same time profitable supply chain lie in 

four key areas. the senior management 
must demonstrate leadership in sustain-
ability and corporate social responsibility. 
Processes must be put in place to vet 
suppliers in collaboration with ngos such 
as greenpeace, Fairtrade international 
and the Fair labor association. suppliers 
must be chosen based on well-balanced 
criteria and in line with ethical and legal 

guidelines. risk management, complex-
ity reduction and supplier management 
ensure supply chain improvement. after 
implementation, it is time to complete the 
full circle: review.

Mindmap for an ethical supply chain
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